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Honourable Speaker, 

Honourable Executive Deputy Mayor, 

Councillors, 

Municipal Manager, 

Directors, 

Anybody who will watch the recording of this virtual meeting at a later stage, 
All protocols observed, 

Good day to you all. 


INTRODUCTION 

Speaker, it is my privilege today to present the 3-year 2020/21 Medium-Term Revenue 
and Expenditure Framework budget in Council. This is the fourth budget that I present 
after the August 2016 municipal elections. 

This is by far the most difficult budget. 

Before I start, I firstly want to give thanks to our essential workers for their diligent work 
efforts since the national lockdown begun. 

It has not been easy for all of us. 

I present this budget today almost exactly five months after the first COVID-19 case 
was reported in Wuhan, China. Since then everything has changed. So much so that 
we might never return to the world that we knew before this pandemic started. 
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The budget that the Council will consider today is subject to much uncertainty. When 
the tabled budget was prepared and submitted to Council in March 2020, we had no 
idea of what was to come over the next two months. 


Uncertainty is generally defined as a state of doubt about the future. A better definition 
is contained in the acronym “VUCA”. 

“VUCA” stands for volatility, uncertainty, complexity, and ambiguity. It describes the 
situation of constant, unpredictable change that is now the norm in certain industries 
and areas of the business world. VUCA demands that you avoid traditional, outdated 
approaches to management and leadership, and day-to-day working. 

This VUCA definition now seems outdated if one considers the new level of uncertainty 
that was brought about by COVID-19. 

The numbers in the budget before us today will change again later as the financial and 
economic realities of COVID-19 become clearer. For this reason, the Council will 
have to consider an Adjustment Budget in August 2020. 

Even the current economic forecasts cannot be taken as being reliable. It is forecasted 
that the Gross Domestic Product (GDP) will decline by 7.4% this year and 
unemployment will rise by 6.1%. The Revenue shortfall for the National Fiscus is 
expected to increase to R285 billion. The fiscal budget deficit will rise to 10.2% in 
2020/21. The gross debt ratio (Debt to GDP) will increase to 76.1%. All of these are 
likely to be more severe. 

As a responsible local government, Saldanha Bay Municipality understands that we 
are custodians of public money. We have empathy for the financial struggles in the 
business sector and among our community. The municipality will likewise also suffer 
financial loss as more people will not be able to pay their monthly municipal account. 
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Our number of indigent households will increase. Even before the pandemic, the 
ArcelorMittal closure was a shock to our economy and resulted in additional indigent 
applications. 


Speaker, we have a legislative mandate as local government and are responsible for 
our own financial sustainability to keep delivering the required services to our people. 
We will not make any hasty decisions on relief measures and will continue to consult 
with formalised business to understand the environment and the challenges faced by 
our local businesses. 


In this budget we did make provision for additional financial relief to our customers. I 
will provide more information of this later in my address. 


BUDGET OVERVIEW 

Speaker, the total budgeted Revenue for 2020/21 is R1.26 billion, R1.34 billion and 
R1.44 billion respectively for the two outer years of the 2020/21 Medium-Term 
Revenue and Expenditure Framework. 

The budgeted operating expenditure for 2020/21 is R1.26 billion, R1.37 billion and 
R1.45 billion respectively for the two outer years. 

The capital budget is R260 million for 2020/21, R197 million and R159 million 
respectively for the two outer years. 

OPERATING REVENUE BUDGET 

The operating revenue budget for 2020/21 will increase with 5% to R1.26 billion 
compared with the 2019/20 adjusted operating budget of R1.19 billion. 
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Property Rates and Service Revenue which includes electricity, water, sanitation 
and refuse is our main sources of own revenue and amount to R945 million in 2020/21, 
or 75% of the total revenue excluding grants. Grants comprises of R177 million, or 
25%. The remaining R135 million, or 11% consist of other revenue such as interest 
earned, rentals and traffic fines. 

The illustration of the main revenue sources is provided in the graph below. 


2020/21 Revenue (in millions) 


Grants R177 




Other R33 


Property rates 

i|§|! 

R241 



OPERATING EXPENDITURE BUDGET 

The proposed operating expenditure budget for 2020/21 increase with 5% to R1.26 
billion compared with the 2019/20 adjusted operating expenditure budget of R1.21 
billion. 
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Speaker, more than 70% of our total expenditure is of a fixed nature. A reduction in 
operating expenditure is likely to compromise on service delivery. 


Most of the budgeted expenditure for 2020/21 comprises of the following: 

Water and Electricity Bulk purchases: R353 million 

Employee related cost and Councillor’s remuneration: R457 million 

Depreciation of our infrastructure and assets: R140 million 

Bad debt and bad debt provision: R50 million 

Contracted Services: R124 million 


The total of these are R1.13 billion, or 89% of the total operating expenditure budget. 
The illustration of the operating budget expenditure is provided in the graph below. 


2020/21 Expenditure (in millions) 


Other materials 35 

Other expenditure 


71 


Finance charges 27 


Employee cost 443 



Depreciation and 
amortisation 140 


Debt impairment 
12 
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CAPITAL BUDGET 


The proposed capital budget for 2020/21 decreased with 15% to R260 million when 
compared with the 2019/20 adjusted capital budget of R307 million. 

Speaker, I have provided a listing of the top 20 capital projects for 2020/21 in the table 
below. The total of these 20 projects amount to R151 million which comprises 58% of 
our total capital budget. 


Top 20 Capital projects for 2020/21 


No 

Project 

Value 

1 

Upgrade Langebaan Sewerage Works 

16,000,000 

2 

Rerouting Langebaan WWTW effluent from MPA 

15,000,000 

3 

Upgrading Oostewal Street Langebaan Phase 3 

14,183,849 

4 

Meeuwklip Reservoir 

13,827,651 

5 

Vredenburg Landfill Site Extension 

11,309,799 

6 

Paternoster Water Pipeline 

9,033,450 

7 

Developing of New Vredenburg Landfill Site 

8,952,192 

8 

Langebaan Sport Ground: Develop New Sport Grounds 

7,000,000 

9 

Bulk Water Infrastructure Upgrade Laingville Reservoir 

6,635,651 

10 

Relocation of Bulk Lines in St Helena Bay 

6,000,000 

11 

Witteklip Project 3627 Phase 1: Services: IRDP Road 

5,299,200 

12 

George Kerridge 512 MV LV & Connections 

6,700,000 

13 

Compactor Dozer 

4,800,000 

14 

Louwville Project 3475: Services: GAP Roads 

4,140,000 

15 

Replace Water Meters 

4,000,000 

16 

Construct Olifantskop Sewer Pump Station and Pipeline 

4,000,000 

17 

Annual Software Licenses Renewals 

3,508,985 

18 

Municipal Offices: New Fire station building 

3,500,000 

19 

Bulk Supply Network Improvement 

3,456,496 

20 

Stormwater Infrastructure Middelpos 

3,444,452 


Total 

150,791,725 
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CAPITAL BUDGET FUNDING SOURCES 


Speaker, the capital budget for the 3-year MTREF period is R617 million and is funded 
from the sources as indicated in the graph below. In short: 

The biggest funding source is the internally generated fund (CRR) amounting to R283 
million, which represents 46% of the total capital budget. Secondly, external loans 
amounting to R199 million, which represents 32% of the total capital budget, and 
thirdly, government grants amount to R135 million which represents 22% of the total 
capital budget. 


2020/21 MTREF funding sources (in millions) 
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FINANCIAL SUPPORT TO INDIGENT HOUSEHOLDS 


Speaker, the Saldanha Bay Municipality provides free basic services to poor 
households as a means of poverty alleviation. This provides relief to households who 
are unable to pay, or struggle to pay for their basic services. The indigent subsidy is 
available to households with an income base below the threshold of R5 000, who will 
receive a 100% subsidy. 

Further relief will be provided to households with an income between R5 001 and 
R6 200, who will receive a subsidy of 70%. 

These consumers should apply to be registered as an indigent household in the 
indigent register to obtain this benefit. 

Indigent households will in 2020/21 receive 50 units of electricity per month free, 6 
kilolitres of water per month free, free refuse removal and free sanitation based on a 
developed erf size of 250m 2 . 

In respect of property rates, all owners with properties with a value less than R185 000 
is exempt from paying property rates. 

Relief is also provided to public benefit organisations by subsidising 75% of the 
monthly service and rates account. 

Child headed households are furthermore subsidised in the same manner as a 100% 
qualifying indigent household. 

Also, all pensioners are entitled to a rebate on property rates on a sliding scale. The 
detail of this can be found in our tariff book. 
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FINANCIAL RELIEF 

Speaker, after much deliberation, the following relief will be provided to our customers 

for the 2020/21 financial year: 

1. We will not increase the water tariff in 2020/21 for all our customers; 

2. We will increase the free basic water compliment of 6 kl per month to 8kl for 
qualifying indigents from July - December 2020; 

3. Our customers in distress can approach the municipality for payment 
arrangements. The Chief Financial Officer does have a delegation to write 
off interest and he will consider any applications; 

4. We will increase the rebate of residential accommodation businesses to 
50% that will be equal to the residential rate. This will be from July 2020 
until December 2020. 

TARIFF INCREASES 

Our tariff increases are: 

Electricity tariffs will increase with 6.22% as determined by NERSA, 

Water tariffs will increase with 0%; 

Property rates will increase with 4.5%; 

Refuse removal will increase with 4.5%; 

Sanitation will increase with 15%; 

Most of our sundry tariffs will increase with 4.5%; 

Including in sundry tariffs is building plan fees which will increase with 0%. 

The average tariff increases for consumers for 2020/21 range between 4.7% to 5.6%. 
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CONCLUSION 

In conclusion, I wish to express my gratitude. 

I thank the members of our community and organisations that made inputs into our 
IDP and budgeting processes. 

I thank the Western Cape Provincial Treasury that made inputs in our budget process. 

The Members of the Mayoral Committee, and all Councillors need a special mention 
and I sincerely express my gratitude to them. 

I also thank the members of the Ward Committees for their contributions. 

The Executive Management and Operational Management and all personnel is 
thanked in advance for delivering on the expected service delivery standards and 
projects. 

I also give a word of thanks to the CFO and his team for all their hard work during the 
budget preparation process. 

Thank you also to the Municipal Manager for his valued inputs and leadership. 

Lastly, Honourable Speaker and Councillors, our budget for 2020/21 will be 
remembered for the difficult decisions that we had to make. 

I thank you. 

Alderman Marius Koen 
EXECUTIVE MAYOR 
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